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November 29, 2007 ﬁ 5 g E i y E
Honorable Julie Benafield Bowman E E
Commissioner of Insurance o DEC 06 2007
Arkansas Insurance Department ROPER

1200 West Third Street B TY A CASUuAL v
Little Rock, Arkansas 72201-1904 ?Eéﬂ ANsas NSURANCE Dsrgleygégg

Attention:  William R. Lacy, Director |
e Prop:rl?y and E(lgsualltr; Doivision ”&D 0(0 ZD()/] ] ( Z
eneeepry anp casuacry (| (HEGA2
RE:  Insurance Services Office, gk pizene IHSURANCE DEPT.

PR 2007-BPROF 1D D
Medical Professional Liability Z Oz/

Revision of Basic Limit Loss Costs for Hospitals and
Physicians, Surgeons and Dentists
REFERENCE FILING /
State of Arkansas
Dear Mr. Lacy: — Lp &Vlo
We hereby file the enclosed advisory reference document.
We propose this revision become effective in accordance with the following rule of application:
These changes are applicable to all policies written on or after September 1, 2008
In accordance with your loss cost procedures, this effective date applies only to those insurers who have
filed their Professional Liability loss cost multipliers to be automatically applicable to future ISO loss cost

revisions. Any other ISO participating insurer may adopt ISO loss costs by filing its loss cost multipliers
and selecting an effective date.

Companion filings PR 2007-OFR07 (forms and endorsements), PR 2007-ORU07 (rules), and
CL 2007-OPRO7 (endorsements) are also submitted today under separate cover.

Please return an acknowledged copy of this cover letter for our records. An addressed, stamped envelope is
enclosed for your convenience. We have also included an additional copy of this letter and envelope; we
request that you return it now with a “received” stamp to confirm that you have received the filing.

Very truly yours,

onald J. Beckel, CPCU, ARM

Assistant Regional Manager

DIJB:db
Encl.







Effective March 1, 2007 ‘ ARKANSAS
' Property & Casualty Transmittal Document
a. Date the filing is received: A E R -
b. Analyst: N
c. Disposition:
d. Date of disposition of the filing: ~ - | DEC 06 2007
e

Effective date of filing:

New Business PROPERTY

Renewal Business ARKANSAS INSURANCE DEPARTMENT

f. State Filing #:

g. SERFF Filing #:
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3. | Group Name Group NAIC #
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Insurance Services Office, Inc. DE 13-3131412

5. | Company Tracking Number PR-2007-BPROF

Contact Info of Filer(s) or Corporate Officer(s) [include toll-free number]

6. Name and address Title Telephone #s FAX # e-mail
Donald J. Beckel Asst. (214) 390-1825 (214) 390-1975 | DBECKEL@iso.com
Insurance Services Office, Inc. Regional Ext. 224
2828 E. Trinity Mills Rd., Ste. 150 | Manager
Carrollton, TX 75006

= T Y )
7. | Signature of authorized filer 3> - i_é
8. | Please print name of authorized filer Donald J. Beckel

Filing information (see General Instructions for descriptions of these fields)

9. | Type of Insurance (TOI) 11.0 Med Mal - Claims Made and Occurrence
10. | Sub-Type of Insurance (Sub-TOl) 11.0000
11. | State Specific Product code(s)if
applicable)[See State Specific Requirements]

12. | Company Program Title (Marketing title) | Medical Professional Liability

13. | Filing Type X] Rate/Loss Cost [ ] Rules [ ] Rates/Rules
[]Forms [] Combination Rates/Rules/Forms
(] Withdrawal [] Other (give description)

14. | Effective Date(s) Requested New: | 9/1/2008 | Renewal: | 9/1/2008

15. | Reference Filing? []lYes [X No

16. | Reference Organization (if applicable) | Not Applicable

17. | Reference Organization # & Title Not Applicable Joo

18. | Company's Date of Filing /]9 /07
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Effective March 1, 2007 ARKANSAS

Property & Casualty Transmittal Document---

[ 20. | This filing transmittal is part of Company Tracking # | PR-2007-BPROF

‘ 21. ] Filing Description [This area can be used in lieu of a cover letter or filing memorandum and is free-form text]

Revision of Basic Limit Loss Costs for Hospitals and Physicians, Surgeons and Dentists Division Seven of the CLM -
Professional Liability.

22 Filing Fees (Filer must provide check # and fee amount if applicable)
" | [If a state requires you to show how you calculated your filing fees, place that calculation below]

Sreck 19822
$250,00

Refer to each state's checklist for additional state specific requirements or instructions on
calculating fees.

***Refer to each state's checklist for additional state specific requirements (i.e. # of additional copies required,
other state specific forms, etc.)
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Effective March 1, 2007

RATE/RULE FILING SCHEDULE

(This form must be provided ONLY when making a filing that includes rate-related items such as Rate; Rule; Rate &
Rule; Reference; Loss Cost; Loss Cost & Rule or Rate, etc.)

ARKANSAS

{ (Do not refer to the body of the filing for the component/exhibit listing, unless allowed by state.)
fI 1. | This filing transmittal is part of Company Tracking # | PR-2007-BPROF
2 This filing corresponds to form filing number PR-2007-OFR0O7
* | (Company tracking number of form filing, if applicable)
- ] Rate Increase Xl Rate Decrease (] Rate Neutral (0%)
~.3, Filing Method (Prior Approval, File & Use, Flex Band, etc.) | File & Use
! 4a. Rate Change by Company (As Proposed)
. Company Overall % Overall Written # of Written Maximum | Minimum
}Name Indicated % Rate premium policyholders | premium | % Change | % Change
3 Change Impact change affected for this (where (where
5 (when for this for this program required) required)
M applicable) program program
Insurance -5.0% -6.3% N/A N/A N/A -5.9% -6.6%
Services
Office, Inc.
J
4b. | N (As Accepted) For State Use Only y ,
Company | Overall% | . : Written | " Minimum
" Name" ,;|' Indicated poli yholders % Change.
SV - Change i '»affected ) IR i
b o (when . h : program &
.applicable) * 2 Sy
5. Overall Rate Information (Complete for Multiple Company Filings only)
COMPANY USE STATE USE
5a. | Overall percentage rate indication (when applicable) N/A
5bh. | Overall percentage rate impact for this filing N/A
Effect of Rate Filing — Written premium change for ‘
Sec. .
) this program N/A
- 5d Effect of Rate Filing — Number of policyholders
-~ 77" | affected N/A
. 6. Overall percentage of last rate revision +12.7%
7. | Effective Date of last rate revision 4/1/2007
8 Filing Method of Last filing File & Use
| (Prior Approval, File & Use, Flex Band, etc.)
Rule # or Page # Submitted Replacement Previous state
9. | for Review or Withdrawn? filing number,
if required by state
A-6-A-11 [ ] New
01 X Replacement
] withdrawn
] New
02 [] Replacement
[] withdrawn
[ ] New
03 [] Replacement
[ ] Withdrawn
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ARKANSAS
EXECUTIVE SUMMARY
PR-2007-BPROF
BASIC LIMIT LOSS COST LEVEL
MEDICAL PROFESSIONAL LIABILITY
HOSPITALS AND PHYSICIANS, SURGEONS AND DENTISTS

IMPORTANT At this time, a statewide loss cost level change is only being applied for Physicians,
Surgeons and Dentists classes. Hospitals loss costs are, however, being revised to
reflect a new basic limit.

PURPOSE This document:

e uses aggregate loss costs at current level and losses at the increaséd basic limit
of $500,000 per occurrence and $1,500,000 aggregate;
the increase of the basic limit from $100,000 per occurrence, $300,000
aggregate to $500,000 per occurrence, $1,500,000 aggregate will be discussed
in filing PR-2007-ORUQ7, which will also contain deductible factors and
increased limits factors that reflect the change in basic limit; filing PR-2007-
ORUO07 will be submitted in the near future and will be implemented
concurrently with this filing; ' -

e revises current advisory prospective loss costs for all Hospitals and Physicians,
Surgeons and Dentists and Miscellaneous Medical classes; please note that
throughout this document the term loss costs means advisory prospective loss +~ *
costs;

e provides the anélyses used to derive these advisory loss costs;

e includes Miscellaneous Medical classes with either Hospitals or Physicians,
Surgeons and Dentists; please note, that unless otherwise specified, all

~ subsequent references to both Hospitals and Physicians, Surgeons and Dentists
throughout this document includes the respective Miscellaneous Medical
classes. :

DEFINITION OF  Advisory prospective loss costs in this document are that porﬁon of a rate that does

THE ISO not include provisions for expenses (other than loss adjustment expenses) or profit,

ADVISORY and are based on historical aggregate losses and loss adjustment expenses adjusted

PROSPECTIVE through development to their ultimate value and projected through trending to a

LOSS COST future point in time.

© IS0 Properties, Inc., 2007 Arkansas PR-2007-BPROF ES-1







LOSS COST The indicated and filed statewide advisory loss cost level chanées are:.
LEVEL

CHANGES "~ Physicians, Surgeons and Dentists:  -5.0% indicated  -6.3% selected
INDICATED The indicated change is based on standard ISO methodology. The selected change
VERSUS ful]y address Arkansas Department of Insurance Bulletin 2-2003, which conveyed
SELECTED D rtmem s expectatlons with respect to the reﬂectlon of previously enacted

cOsts. Since the post-tort reform experience already reflects the savings from the
reform, the full 3% was decreased in proportion to the part of the experience falling
after the tort reform effective date. The resulting effect was incorporated into our
selected changes.

ARKANSAS In Bulletin 2—2003, the Arkansas Department of Insurance explained its expectation

DEPARTMENT regarding the reflection of tort reform in insurer pricing filings. ISO continues to
BULLETIN believe that, for a variety of reasons, it is difficult to reliably predict the impact of
2-2003 enacted tort reforms on prospective loss experience, including the practical effects

on claimant and jury behavior.

Although it has been ISO'’s general practice to reflect tort reform by using only the
actual loss experience as it enters the data base, in order to maintain insurers’ easy
use of ISO loss costs, and in response to Arkansas Bulletin 2-2003, we have
judgmentally reduced the selection of our filed Physicians, Surgeons and Dentists
loss cost level change, as described in the previous section of this Explanatory

Memorandum.
PRIOR ISO See page ES-5 for the latest revisions in this jurisdiction.
REVISIONS
HISTORICAL The data used in this document is:
SOURCE DATA

» SO reporting companies’ experience;

» Policy year data through year ended 6/30/2006.

© 1SO Properties, Inc., 2007 Arkansas PR-2007-BPROF ES-2







ADJUSTMENTS
TO REPORTED
EXPERIENCE.

SIZE OF ISO
DATA BASE

‘The period of use of this review is anticipated to begin on 3/1/2008. To adJust the

* loss data to levels expected to prevail during the period when the revised loss costs

are assumed to be in effect, historical losses have been multiplied by trend factors.
These trend factors are based on the changes in claim cost and claim frequency that
are expected to arise between the historical experience period and the prospective
period during which the revised loss costs will be in effect. Experience ratio trend
data through 6/30/2006 was used in selecting the annual trend factor of 0.0% for
Phy5101ans Surgeons and Dentists.

Standard actuarial procedures have been used in calculating the loss costs including
adjusting the liability losses to ultimate sett]ement level and reﬂectmg all loss
adjustment expenses.

While we are unable to specifically determine the market share of ISO reporting
company groups separately for the classes contained in this document, we believe
that a comparison of Annual Statement Statutory Page 14 data for ISO reporting
company groups to industry Statutory Page 14 data is a reasonable approximation of
market share for this line. (This is the maximum potential market share of the
companies that may use ISO loss costs.) The market share of ISO participating
insurers as measured by Statutory Page 14 written premium for the experience
period is: :

Medical Malpractice (ASLOB 11.0) 19.4%

Additionally, for reference, the market share of ISO participating insurers as

measured by the earned premiums that correspond to the aggregate loss costs at

current level for the experience actually included in the review is:

Medical Malpractice 9.4%

© 150 Properties, Inc:, 2007 Arkansas PR-2007-BPROF ES-3







COMPANY
DECISION

COPYRIGHT
EXPLANATION

We encourage each insurer to decide mdependent]y whether the Judgments made
and the procedures or data used by ISO in developing the loss costs contained -
herein are appropriate for its use. We have included within this document the
information upon which ISO relied in order to enable compames to make such
independent judgments.

The data underlying the enclosed material comes from all companies reporting to.
ISO. Therefore, the ISO experience permits the establishment of a much broader
statistical ratemaking base than could be employed by using any individual
company's data. A broader database enhances the validity of ratemaking analysis.
At the same time, an individual company may benefit from a comparison of its own
experience to the aggregate ISO experience, and may reach valid conclusions with
respect to the manner in which its own loss costs can be expected to differ from
1SO's pl‘O_]CC[lOl‘l based on the aggregate data.

Some calculatlons included in this document involve areas of ISO staff judgment.
Each company should carefully review and evaluate its own experience in order to
determine whether the ISO advisory loss costs are appropriate for its use.

This material has been developed exclusively by the staff of Insurance Servmes
Office, Inc.

The material distributed by Insurance Services Office, Inc. is copyrighted. Al
rights reserved. Possession of these pages does not confer the right to print, reprint,
publish, copy, sell, file or use same in any manner without the written permission of
the copyright owner.

© 1SO Properties, Inc., 2007 -Arkansas PR-2007-BPROF ES-4







ARKANSAS

Prior Revisions

The latest implemented revisions in this state are:

Document: PR-2006 -BHPSD

Coverage Effective Date
Hospitals 04/01/2007
Physicians, Surgeons & Dentists 04/01/2007

Document: PR-2005-BHPSD

Coverage Effective Date
Hospitals 04/01/2006
Physicians, Surgeons & Dentists 04/01/2006

Document: PR-2004-BHPSD

Coverage Effective Date
Hospitals 03/01/2005
Physicians, Surgeons & Dentists 03/01/2005

© ISO Properties, Inc., 2007 Arkansas

- Loss Cost Level Changes

Selected.

Indicated Implemented'
+11.2% +9.0% +9.0%
+15.1% +13.0% +13.0%

Loss Cost Level Changes

Indicated Selected Implemented
+82.3% +19.5% +19.5%
-4.6% -7.5% -7.5%

Loss Cost Level Changes

Indicated Selected Implemented
+60.4% +30.0% +30.0%
+11.2% +8.0% +8.0%
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MEDICAL PROFESSIONAL LIABILITY
HOSPITALS and PHYSICIANS, SURGEONS AND DENTISTS
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MEDICAL PROFESSIONAL LIABILITY ,
HOSPITALS and PHYSICIANS, SURGEONS AND DENTISTS
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ARKANSAS " - -
- MEDICAL PROFESSIONAL LIABILITY

HOSPITALS and PHYSICIANS, SURGEONS AND DENTISTS

STATEWIDE LOSS COST LEVEL CHANGES

The attached exhibits present a review of the $500,000 basic limit loss costs for Hospitals and Physicians,
Surgeons and Dentists. This review has been prepared by Insurance Services Office and is based on the
latest available experience of companies that filed data under the applicable reporting requirements.

Summary of

Loss Cost Level Changes _ ‘ Physicians, Surgeons & Dentists
Statewide 5-Year Indicated 5.0%
Loss Cost Level Change Rl
Statewide 5-Year Selected 63%

Loss Cost Level Change

©ISO Properties, Inc., 2007 Arkansas ~ PR-2007-BPROF A2




. ARKANSAS :
MEDICAL PROFESSIONAL LIABILITY

DETERMINATION OF REVISED LOSS COSTS
Classification dif_férentials are not being applied to the proposed base class loss cost‘when calculéting the
proposed loss costs in this section. Instead, the statewide loss cost level change is being applied

uniformly to the present $500,000/$1,500,000 limit loss costs. As a result, no off-balance factors or class
caps are being used. B :

© 1ISO Properties, Inc., 2007 Arkansas PR-2007-BPROF A-3







CALCULATION OF PROPOSED LOSS COSTS '

For classes whose loss costs are only being updated to reflect the revised basic limit of $500,000 per
occurrence and $1,500,000 aggregate, no "Present Loss Cost” column is displayed in Section A. Instead,
the "Proposed Loss Cost" found in Section A is the present $100,000/$300,000 basic limit loss cost times
the correspondmg increased limit factor from Section B, w1th rounding as noted-below.

For classes whose loss costs are being revised based on the statewide loss cost level change, the loss costs
- in the "Present Loss Cost” column in Section A are the present loss costs at the prior basic limit times the
appropriate increased limits factor. Then, the "Proposed Loss Cost" is calculated using the following
algorithm: :

e - take the product of the present loss cost and the statewide loss cost level change;

~ e round the result using the following rules:

o ifloss cost > 100 then round to wholé dollars, dtherwise

o ifloss cost> 10 and <= 100 then round the quantity (loss-cost * 2) to whole dollars and divide by .
2, otherwise

o ifloss cost > 1 and <= 10 then round to tenths of a dollar, otherwise

o round to cents.

As noted in Section B, the increased limits factors used do not include; risk load.

© 1SO Properties, Inc., 2007 Arkansas ~ PR-2007-BPROF A4







ARKANSAS :
_ COMMERCIAL LINES MANUAL
DIVISION SEVEN - PROFESSIONAL LIABILITY

HOSPITALS
, $500K | 0 $500K
Class Proposed : Class ' "Proposed
~ Code v " Loss Cost ~Code ~ . LossCost
80453 ' (a) . 80614 . - $309.00
80510 _$309.00 80617 , 372.00
80512 222.00 80916 - C . 2,478.00
80516 © 620.00 80917 | © 124.00
80517 35.50 . 80923 : o 778.00
80518 447.00 A 80924 : 560.00
80519 . - 24.50 80925 : . 1,859.00
80522 ‘ E 778.00 80926 » 1,239.00
80523 35.50 80951 35.50
80524 _ ' 560.00 ‘ 80952 . 25.00
80525 : 25.00 80953 62.00
80601 » 526.00 80954 ' - 62.00
830602 N 55.50 80997 3,715.00
80603 . 378.00 ' 80999 , 92.50
80604 ' 18.50 84158 (a)
80605 ' 185.00 84159 ()
80606 © 247.00 - 84160 : (a)
80610 B 309.00 84453 (a)
80611 : 5,265.00 84803 (a) -
80612 : 6,193.00 84965 ©1,741.00

80613 @ 84966 | 309.00

Governmental Hospitals, Institutions or Clinics *
(Federal Hospitals, Institutions or Clinics should be referred to company)

* We will no longer supply loss costs for the government hospitals, institutions or
clinics classes (9xxxx), as they were discontinued with approval of filing PR-97-R96LC.

© ISO Properties, Inc., 2007 Arkansas  PR-2007-BPROF A-6




. ARKANSAS :
COMMERCIAL LINES MANUAL _
DIVISION SEVEN - PROFESSIONAL LIABILITY
PHYSICIANS, SURGEONS AND DENTISTS

17,066.00

© 1SO Properties, Inc., 2007

Arkansas

PR-2007-BPROF

A-7

$500K $500K $500K $500K
Class Code Present Proposed Percent Class Code Present Proposed Percent

M.D. D.O. Loss Cost Loss Cost Change M.D. D.O. Loss Cost Loss Cost Change

80101 - $14,223.00  $13,327.00 63% 80158 < $14,223.00 $13,327.00 -6.3%
80102 84102 13,923.00 - 13,046.00 -6.3% 80159 - 14,223.00 13,327.00 -6.3%

80103 - 14,223.00 13,327.00 -6.3% 80160 - 14,223.00 13,327.00  -6.3%

80104 - 17,066.00 15,991.00 -63% 80161 - 84161 . 835.00 782.00 -6.3%

80105 - 14,223.00 13,327.00 -6.3% 80162 84162 1,393.00 1,305.00 -6.3%

80106 - 14,223.00 13,327.00 -6.3% 80163 - 84163 1,045.00 979.00 -6.3%

80107 - 14,223.00 13,327.00 -6.3% 80164 84164 - 1991200  18,658.00 -6.3%

80108 - 14,223.00 13,327.00 -6.3% 80165 84165 4,176.00 3,913.00 -6.3%

80114 - 8,534.00 7,996.00 -6.3% 80166 - -25,600.00 23,987.00 -6.3%

80115 - 14,223.00 13,327.00 -63% 80167 84167 19,912.00 18,658.00  -6.3%

80116 84116 2,785.00 2,610.00 -6.3% 80168 - 28,444.00 26,652.00 -6.3%

80117 - 17,066.00 15,991.00 .-6.3% 80169 - 1 22,755.00 21,321.00 -6.3%

80120 84120 6,961.00 6,522.00 -6.3% 80170 - 22,755.00 21,321.00 -6.3%

80121 84121 4,176.00 3,913.00 -6.3% 80171 - 22,755.00 21,321.00- -63%

80129 84129 522.00 489.00 -6.3% 80172 84172 - -347.00 347.00

80130 84130 (a) (a) 80173 84173 463.00 463.00

80131 84131 83.50. 83.50 80174 84174 463.00 463.00

80132 84132 146.00 146.00 80175 84175 579.00 579.00

80133 84133 3,341.00 3,131.00 -6.3% 80176 84176 579.00 579.00

80134 84134 4,176.00 3,913.00 -6.3% 80177 84177 . * *

80135 84135 4,176.00 3,913.00 -6.3% 80178 84178 *k wk

80136 84136 83.50 83.50 80179 84179 (a) (a)

80137 84137 83.50 83.50 80180 84180 19,912.00 18,658.00 -6.3%

80138 84138 4,176.00 3,913.00 -6.3% 80181 84181 14,223.00 13,327.00 -6.3%

80139 84139 3,341.00 3,131.00 -6.3% 80182 84182 5,689.00 5,331.00 -6.3%

80141 - 25,600.00 23,987.00 -6.3% 80183 84183 14,223.00 ©  13,327.00 -6.3%

80143 84143 22,755.00 21,321.00 -6.3% 80204 84204 8,354.00 7,828.00 -6.3%

80144 84144 125,600.00 23,987.00 -6.3% 80205 84205 5,569.00  5,218.00 -6.3% -

80145 84145 14,223.00 13,327.00  -6.3% 80208 84208 5,569.00 5,218.00 -6.3%

80146 - 25,600.00 23,987.00 -6.3% 80209 84209 4,176.00 3,913.00 -6.3%

80148 84148 208.00 195.00 -6.3% 80210 - 5,923.00 5,550.00 -6.3%

80149 84149 418.00 392.00 -6.2% 80211 - 1,185.00 1,110.00 -6.3%

80150 84150 25,600.00  23,987.00 -6.3% 80212 - 1,480.00 1,387.00 -6.3%

80152 84152 36,978.00 34,648.00 -6.3% 80213 - 1297.00 278.00 -6.4%

80153 84153 28,444.00 26,652.00 -6.3% 80214 - (a) (a)

80154 84154 25,600.00 23,987.00 -6.3% 80215 - (a) (a)

80155 84155 19,912.00 18,658.00 -6.3% 80216 - 25.50 25.50

80156 84156 22,755.00 21,321.00 -6.3% 80217 - (a) : (a)

80157 84157 15,991.00 -6.3% 80218 2,961.00 2,774.00 -6.3%
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A $500K $500K
Class Code Present Proposed
M.D. D.O. LossCost Loss Cost
80219 $889.00 $833.00.
80221 - (a) (a)
80222 84222 5,569.00 5,218.00
80223 - 889.00 833.00
80224 84224 4,176.00 3,913.00
80225 - 4,443.00  4,163.00
80226 84226 4,176.00 3,913.00
80227 84227 4,176.00 3,913.00
80228 = 84228 4,176.00 3,913.00
80229 84229 4,176.00 3,913.00
80232 = - 3,341.00  3,131.00
80234 - 4,176.00 3,913.00
80237 . - 4,176.00 3,913.00
. 80238 84238 4,176.00 3,913.00
80240 84240 3,341.00 3,131.00
80241 84241 5,569.00 5,218.00
80243 84243 4,176.00 3,913.00
80244 84244  4,176.00 3,913.00
80245 84245 4,176.00 3,913.00
80246 - 5,569.00 5,218.00
80247 - 4,176.00 3,913.00
80248 - 4,176.00 3,913.00
80250 - 3,341.00 - 3,131.00
80251 84251 3,341.00 3,131.00
80252 84252 4,176.00 3,913.00
80253 84253 5,569.00 5,218.00
80254 84254 © 3,341.00 3,131.00
80255 84255 5,569.00 5,218.00
80257 84257 5,569.00 5,218.00
80258 - 4,176.00 3,913.00
. 80259 . 4,176.00 - 3,913.00
80260 - 4,176.00 3,913.00
80262 84262 4,176.00 3,913.00
80263 84263 3,341.00 3,131.00
80264 - 4,176.00 3,913.00
80265 84265 4,176.00 3,913.00
80267 84267 5,569.00 5,218.00
80268 84268 4,176.00 3,913.00

ARKANSAS »
COMMERCIAL LINES MANUAL
DIVISION SEVEN - PROFESSIONAL LIABILITY
PHYSICIANS, SURGEONS AND DENTISTS

$500K $500K

Percent Class Code Present Proposed

Change M.D. D.O. LossCost Loss Cost
-63% 80269 84269 $5,569.00  $5,218.00
80270 - 5,569.00 5,218.00

-63% 80271 . 6,961.00 6,522.00
-63% 80272 84272 6,961.00 6,522.00
-63% 80274 84274 8,354.00  7,828.00
-63% 80276 84276 8,354.00 . 7,828.00
-63% 80277 84277 6,961.00 6,522.00
-63% 80278 84278 6,961.00 6,522.00 -
-63% 80279 - 9,745.00 9,131.00
-63% 80280 84280 8,354.00 7,828.00
-63% 80281 84281 9,745.00 9,131.00
-63% 80283 84283 9,745.00 9,131.00
-63% 80284 84284 8,354.00 7,828.00
-63% 80285 - 5,569.00  5,218.00
-63% 80286 - 6,961.00 6,522.00
-63% 80287 - 6,961.00 6,522.00
-63% 80288 84288 13,923.00 - 13,046.00
-63% 80289 84289  5,569.00 5,218.00
-63% 80290 - 5,569.00 5,218.00
-6.3% 80291 84291 5569.00  5,218.00
-6.3% 80293 84293 8,354.00 7,828.00
-6.3% 80294 - 5,569.00 5,218.00
-63% 80295 84295 15,569.00  5,218.00
-63% 80296 84296 5,569.00 5,218.00
-63% 80297 84297 5,569.00 5,218.00
-6.3% 80298 84298 5,569.00 5,218.00
-6.3% 80299 84299 8,354.00 7,828.00
-6.3% 80301 84301 9,745.00 9,131.00
-63% 80302 84302 5,569.00 5,218.00 -
-63% 80303 84303 5,569.00 5,218.00
-6.3% 80304 84304 4,176.00 3,913.00
-63% 80305 84305 5569.00  5218.00
-63% 80306 84306 4,176.00 3,913.00
-63% 80307 84307 4,176.00 3,913.00
-63% 80321 - 3,133.00 2,936.00
-63% 80322 - 5,221.00 4,892.00
-63% 80323 . 10,667.00 9,995.00
-6.3% 80324 - 10,667.00 9,995.00

Arkansas PR-2007-BPROF A-8

Percent
Change
«6.3%
. -6.3%
-6.3%
~6.3% -
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
- -6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%

- -6.3%




ARKANSAS -

COMMERCIAL LINES MANUAL
DIVISION SEVEN - PROFESSIONAL LIABILITY
PHYSICIANS, SURGEONS AND DENTISTS

$500K

*25% of the loss cost appiicable for the self-employed physician or surgeon.
*+75% of the loss cost applicable if physicians or surgeons were not

employed by the Federal Government.

**%2(0% of the per person loss cost for each individual comprising the partnership. _

© 1SO Properties, Inc., 2007

Arkansas

PR-2007-BPROF

A-9

$500K $500K _ $500K

Class Code Present Proposed  Percent Class Code - Present-.  Proposed  Percent
M.D. D.O. Loss Cost Loss Cost Change M.D. D.0. Loss Cost Loss Cost  Change
80325 . $14,933.00 $13,992.00 -6.3% 80431 84431 $8,354.00  $7,828.00  -6.3%
- 80326 - 17,066.00  15,991.00 © -6.3% 80434 84434 8,354.00 =  7,82800 -63%
80327 - 19,199.00  17,989.00 © -6.3% 80437 84437 8,354.00  7,828.00 -63%
80358 84358 8,354.00 7,828.00 -63% 80440 84440 © 8,354.00 7,828.00  -6.3%
80359 84359 5,569.00 5218.00 -6.3% 80443 84443 8,354.00 - 7,828.00 -6.3%
80360 84360 8,354.00 7,828.00 -63% 80446 84446 8,354.000 - 7,82800 -63%
80420 84420 5,569.00 521800  -6.3% 80449 84449 8,354.00  7,82800 -6.3%
- 80421 84421 8,354.00  7,828.00 -6.3% 80452 84452 1,423.00  1,333.00 -63%
80422 84422 8,354.00 7,82800  -6.3% - 84801 . 3,341.00 3,131.00 -63%
80425 84425 8,354.00 7,828.00  -6.3% - 84802 5,569.00 521800 -63%
80428 84428 8,354.00 7,828.00 - -6.3% 80804 84804 9,745.00 9,131.00 - -6.3%

- 80429 84429 8,354.00 7,828.00 -6.3% 80999 84999 ¥¥x ok




Class
Code

80715

80992

ARKANSAS ,
COMMERCIAL LINES MANUAL
DIVISION SEVEN - PROFESSIONAL LIABILITY
MISCELLANEOUS PROFESSIONAL

HOSPITAL TYPE CLASSES

~ $500K
" Proposed

Loss Cost

$8.70
©.0.58

PHYSICIAN, SURGEON AND DENTIS’_I‘ TYPE CLASSES
. $500K $500K _
Class Present Proposed Percent
Code Loss Cost - Loss Cost _ Change
59112 $153.00 $143.00 -6.5%
80410 1,523.00 - 1,427.00 -6.3%
80411 381.00 357.00 -6.3%
80412 305.00 286.00 -6.2%
80711 25.50 ' 24.00 -5.9%
80712 101.00 94.50 -6.4%
80713 40.50 38.00 -6.2%
80714 4050 . 38.00 -6.2%
80716 101.00 94.50 -6.4%
80717 153.00 143.00 -6.5%
80718 - 25.50 . 24.00 -59%
- 80719 © 25.50 24.00 -5.9%
80720 25.50 24.00 -5.9%
80721 25.50 24.00 -5.9%
80722 101.00 - 94.50 -6.4%
80723 153.00 143.00 . -6.5%
80911 65.00 65.00
80912 101.00 101.00
80913 153.00 143.00 -6.5%
80935 165.00 165.00
80936 249.00 249.00
© 1SO Properties, Inc., 2007 Arkansas  PR-2007-BPROF A-10




ARKANSAS

COMMERCIAL LINES MANUAL |
DIVISION SEVEN - PROFESSIONAL LIABILITY
MISCELLANEOUS PROFESSIONAL

PHYSICIAN, SURGEON AND DENTIST TYPE CLASSES

Class

 Code

80937
80938
80943
80944
80945
80950
80955
80956
80962
80963
80964
80965
80966
80967
80968
80969
80970
80971
80972
80973
80974
80975
80976
80977

80993

80994
80995

$500K
Present

Loss Cost -

$101.00
76.00
1,902.00
127.00
317.00

'~ 1,523.00

- Loss Cost

254.00

101.00

190.00

76.00
76.00
2,538.00
1,523.00
127.00
508.00
761.00
127.00

127.00

127.00

127.00
508.00
761.00

153.00

25.50
7,611.00
508.00
508.00

© ISO Properties, Inc., 2007

- Arkansas

~ $500K

Proposed

- $94.50
71.00

1,782.00

119.00
297.00
1,427.00

238.00

94.50

178.00

- 71.00
71.00

2,378.00 -

1,427.00

119.00

476.00
713.00
119.00
119.00

© 119.00

119.00

476.00
713.00
143.00

24.00

7,132:00

476.00

476.00

PR-2007-BPROF

Percent

. Change

-6.4%
-6.6%
-6.3%
-6.3%
-63%
-6.3%
-6.3%
-6.4%
-6.3%
-6.6%
-6.6%
-6.3%
-6.3%
-6.3%
-6.3%
-6.3%
-63%
-6.3%
-6.3%
-6.3%
' -6.3%
-6.3%
-6.5%

- -5.9%
-63%
-6.3%
-6.3% .

A1l
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OVERVIEW OF ISO ACTUARIAL PROCEDURES - MEDICAL PROFESSIONAL LIABILITY

INTRODUCTION Medical Professional Liability advisory prospective loss cost indications are-
determined by evaluating the adequacy of the current ISO loss costs to pay for
our best estimate of losses and all loss adjustment expenses that w111 be 1ncurred
in‘the prospectlve (or future) period.

DETERMINATION The state loss cost level indication represents the percentage change that, on

OF STATEWIDE average, must be made to the current ISO loss costs in order to achieve adequacy
ADVISORY LOSS  for the prospective conditions. The percentage changes are presented in Section
COST LEVEL C. o IR
INDICATION

© 1SO Properties, Inc., 2007 - Arkansas PR-2007-BPROF - B2




'OBJECTIVE

DESCRIPTION

EXPERIENCE
BASE

AGGREGATE

LOSS COSTS

'DETERMINATION OF INDICATED LOSS COST LEVEL CHANGE

The objective of this procedure is to determine the indicated statewide advisory
loss cost level change. This procedure answers the question: What percentage
changes must be made on average to the current ISO loss costs in order for them
to be adequate to cover indemnity-losses and all loss adjustment expenses '
incurred in the prospective period in which the loss costs will be used?

" This procedure compares the developed and trended incurred losses and loss

adjustment expenses with the aggregate loss costs at current ISO loss cost level
(see definition, below). The experience ratio, losses and all loss adjustment
expenses divided by aggregate loss costs, is calculated for each of the five years
in the experience period, and then an overall experience ratio is calculated by
taking a weighted average of the yearly ratios. In order to minimize the impact

‘of random variation in the observed losses, the average experience ratio is then

credibility-weighted with the expected experience ratio, which reflects trend and
the relative adequacy of current loss costs. This credibility-weighted experience
ratio is the indicated statewide advisory loss cost level change in decimal form.

The experience used in this review is the latest available data as reported under
the ISO Commercial Statistical Plan. The data is aggregated on a policy year
basis. The review is conducted on a $500,000 basic limit basis - mdemmty losses
are limited to $500,000 per claim.

"The aggregate loés costs at current ISO loss cost level are the loss-related

revenue that would have been collected if the current ISO loss costs were used
during the experience period. This value is calculated by extending reported
exposures at the current ISO loss costs. The $500,000 basic limit loss costs are
used.

‘ ©1SO Properﬁes, Inc., 2007 Arkansas PR-2007-BPROF B-3




DETERMINATION OF INDICATED LOSS COST LEVEL CHANGE (cont.)

INCURRED

LOSSES & LAE

EXPERIENCE
RATIO

- EXPECTED
- EXPERIENCE
RATIO

The incurred losses and loss adjustment expenses are our best estimate of the
ultimate payment for indemnity losses and loss adjustment expenses using the
severity and frequency levels ISO expects to occur during the prospectlve period

used in the calculatlon of the indicated loss cost change

The reported incurred indemnity losses and allocated loss adjustment expenses
are subject to the followmg adJustments

. developed to an ultimate settlement basis by the apphcatlon of loss
development factors, -

‘e }oaded for .unallocated_ loss adjustment expenses;

o placed on the prospective cost/frequency level by the application of trend °
factors. Losses are trended to one year beyond the assumed effective date.

Incurred indemnity losses are capped at the $500,000 basic limit.

Refer to Section D for the support for these loss related adjustments.

The experience ratio is the ratio of the incurred losses and loss adjustment
expenses to the aggregate loss costs at current ISO loss cost level. It measures
the adequacy of the current ISO loss costs for the prospective period.

The expected experience ratio is our best prediction of the experience ratio if the
most recent data were not available. For this review we have assumed that the
current loss costs will be inadequate for the prospective period to the extent of
the net trend and the level of adequacy of the current loss costs. The expected
experience ratio is calculated as the net trend factor projected for the number of
years between the last review date and the assumed effective date of this
document, multiplied by a factor to reflect the adequacy of the current loss cost
level. Adequacy factors over 1.500 and trendmg periods over 2.0 years have
been capped at 1.500 and 2.0 respectively, in order to temper potentially high
indicated changes. The details for the calculation of the adequacy factor can be
found in the footnotes at the bottom of the exhibits in Section C.

© 1SO Properties, Inc., 2007 Arkansas PR-2007-BPROF B-4




DETERMINATION OF INDICATED LOSS COST LEVEL CHANGE (cont.)

CREDIBILITY Credibility is based upon the number of occurrences for all years in the
: experience period. The procedure for assigning cred1b1]1ty is outlined in
Credlblhty Standards in this section. :

CREDIBILITY- “The experience ratio is.credibility-weighted with the expected experience ratie

WEIGHTED - which has been trended and adjusted for relative adequacy-of current loss costs.
EXPERIENCE The resulting credibility-weighted experience ratio, converted to a percentage is
RATIO . the mdlcated change to the current ISO loss costs. ‘

©1S0 Propenies, Inc,, 2007 Arkansas PR-2007-BPROF B-5




IMPORTANCE OF .

APPLICATION

APPLICATION OF
LOSS
DEVELOPMENT
FACTORS

EXPLANATION OF LOSS DEVELOPMENT

The application of loss development factors recognizes the important ratemaking
concept that all of the losses for a particular policy year have not been finally ‘
determined at the time the experience is compiled.

The incurred losses and aJlOcated loss adjustment expenseé ’underlyi’ng- the
statewide loss cost level indications were evaluated as of September 30, 2006.

For example, the fiscal policy year ending June 30, 2006 includes all‘losses and
allocated loss adjustment expenses paid on policies written from July 1, 2004
through June 30, 2005 and all losses and loss adjustment expenses outstanding on
those policies as of September 30, 2006; i.e. 27 months after the inception of the
fiscal policy year. :

Thus, the immature experience reported as of 27, 39, 51, 63 and 75 months for
fiscal policy years ending 6/30/2006, 6/30/2005, 6/30/2004, 6/30/2003 and
6/30/2002 must be adjusted to an ultimate settlement basis. This adjustment is
accomplished through the use of a loss developiment factor.

The loss development factors used in this revision are based on state group
experience for both occurrence data and claims-made data. States are assigned to

a state group based on individual state development.

In addition, for Physicians, Surgeons and Dentists occurrence data, Company X
had significantly different loss development from all other companies. Based on
this discovery, this company’s losses were developed using its own multistate
loss development. All other losses were developed using the state group loss
development which excludes Company X experience. Company X losses were
also developed separately for trend purposes.

_Allocated loss adjustment expense shows development patterns which differ

from those for indemnity losses. An adjustment is made to the "Ultimate"

‘development factors to reflect this. This adjustment and its supporting data is

shown in Section D - Loss Development Data - Calculanon of the Effects of
Developlng ALAE Separately from Indemnity.

©ISO Properties, Inc., 2007 Arkansas ~ PR-2007-BPROF - B-6




EXPLANATION OF MODIFIED BONDY. METHOD

Average “age-to-age” link ratios are - calculated using the “Best 3-out-of-5” year method (BTOF) in which the link
ratios for the latest five diagonals are summed, the largest and smallest link ratios are subtracted, and the resulting
value is divided by 3. However, for some links, five link ratios are not available.. In such cases, we use the
Modified Bondy procedure to estimate them. The procedure is outlined below.

Sample Triangle of Link Ratios

Policy 18310195 195t0207 - 20710219 21910231 23110243 24310255 255 Months

Year Months Months Months - Months Months Months =~ Months
1980 A G -~ L - P N T O Z*
1981 B H M Q T - Y*

1982 - C 1 N R xX* ¥

1983 D ] 0 o OWF - X* o Y*

1984 E K v W* X*. Y*

1985 F ' ,

Avg. BTOF1 . BTOF2 BTOF3 'BTOF4 - BTOF5 BTOF6

Modified Bondy P_rocedure

In the triangle above, the link ratios A through U can be calculated directly from the reported data. “The link ratios
with the asterisks, V through Z, however, cannot be calculated directly and instead are estimated using the formulae

V = BTOF2**P1 X =BTOF4**P3 W =BTOF3**P2 Y= BTOF5**P4 Z= BTOF6**P5-
where the powers P1, P2, P3, P4 and P5 aré, defined as follows:
If.. . ’ then... ’ _ | otherwise... A

(BTOF1 > 1.0 and BTOFI.ZBTOFZ >1.0)or | P1=Log (BTOF2)/Log (BTOF1) ' P1=1.0
(BTOF1 < 1.0 and BTOF1 < BTOF2 < 1.0) ' ' '

(BTOF2 > 1.0 and BTOF2 > BTOF3 > 1.0) or . ‘ - '
(BTOF2 < 1.0 and BTOF2 <BTOF3 < 1.0) P2 =Log (BTOF3) /Log (BTOF2) v P2=1.0

(BTOF3 >1.0 and BTOF3 > BTOF4 = 1.0) or _ '
(BTOF3 < 1.0 and BTOF3 < BTOF4 < 1.0) P3 = Log (BTOF4) / Log (BTOF3) P3=1.0

(BTOF4 > 1.0 and BTOF4 > BTOF5 > 1.0)or | _ -
(BTOF4 < 1.0 and BTOF4 <BTOF5<1.0) | P4 = Log (BTOF5)/ Log (BTOF4) ~ |Pa=10

(BTOF5>10and | | -~ \
0.8 * Log (BTOF5) > Log (BTOF6) > 0.0) or | P5 = Log (BTOF6) / ( Log(BTOF5) - Log (BTOF6)) | P5=4.0 -

(BTOF5.< 1.0 and
0.8 * Log (BTOF5) < Log (BTOF6) < 0.0)

Once the extra link ratios and resulting BTOF averages have been estimated, “age-to-ultimate” development factors
can be calculated. The 255 months-to-ultimate development factor is equal to Z as defined above. The 243 months-
to-ultimate factor is equal to Z times the 243-t0-255 month BTOF link ratio. Remaining age-to ultimate
development factors are then calculated in the usual manner.

© 1SO Properties, Inc., 2007 Arkansas ~ PR-2007-BPROF B-7




CALCULATION OF UNALLOCATED LOSS ADJUSTMENT FACTOR -

BACKGROUND

IMPORTANCE OF
APPLICATION

METHODOLOGY

FOR LIABILITY
COVERAGES

Allocated Loss Adjustment Expense is reported on a unit transaction basis with '
the loss records and is thus included with indemnity loss data. Since the

prospective loss costs include all Loss Adjustment Expenses we must load for _
Unal]ocated Loss Adjustment Expense. '

The unallocated loss adjustment expense factor is necessary to account for Loss - :
Adjustment Expenses which cannot be allocated to a particular claim.

Calculation of the unallocated loss adjustment expense factor is based on

multistate data for ISO member and subscriber companies (see Section D -
Mutltistate Review of ULAE Experience). The adjustment is calculated by usmg .
unallocated expenses as a percent of losses plus allocated expenses. "

For this document the factor is 1.040.

©ISO Properties, Inc., 2007~ Arkansas ~ PR-2007-BPROF ~ B-8




ADJUSTMENT FOR SEPARATE DEVELOPMENT OF -
ALLOCATED LOSS ADJUSTMENT EXPENSE

The long-standing procedure in liability lines of insurance has been to incorporate all Allocated Loss
Adjustment Expense (ALAE) in the basic limit loss costs, since ALAE is not limited by the policy limit. With
‘the recent growth in Allocated Loss Adjustmerit Expense, there is coricern that combining limited indemnity
losses with unlimited ALAE for loss development may result in distorted development patterns. The concern
is that the historical link ratios may not be indicative of current patterns because the ratio of ALAE to
indemnity has changed over time and because the earlier years of the loss development triangle, which are
used to develop current losses, do not reflect the same mix of indemnity and ALAE as the current years do.

The “Calculation of the Effects of Developing ALAE Separately from Indemnity” pages in Section D of this
filing show indemnity and ALAE developed separately and together. They are developed to ultimate using the
Modified Bondy method. Adjustment factors by policy year are calculated by taking the ratio of losses and
ALAE developed separately to losses plus ALAE developed together. These adjustment factors are applied
multiplicatively to the "To Ultimate" development factors derived from losses plus ALAE developing
together. This adjustment is made to compensate for any distortions that may exist.

© ISO Properties, Inc., 2007 Arkansas PR-2007-BPROF B-9




EXPLANATION OF TREND CALCULATION

- ISO TREND . The experience ratio trend factors used to calculate the loss cost level indications
PROCEDURE  are selected based upon a review of multistate fiscal policy year average ultimate
‘ ~experience ratios for the latest six, seven, and eight years, respectively. These
experience ratios are based on paid data developed to ultimate. The standard ISO
calculation uses the least squares method to construct a curve of best fit from this
_time ‘series data, since the data contains random fluctuations. By minimizing

these fluctuations, we can make a more rehable estimate of the underlying trend
in the data. : -

The met‘hod'used is to fit the average paid experience ratio data to an exponential

curve represented by the equation Y= =AeBX, where A and B are calculated
constants, x is the unit of time, e is the natural loganthm base with a numencal
value of 2.7182818..., and Y is the fitted value of the curve.

The principle of the method is that a curve will be constructed such that the sum
of the squares of the distance between the actual data points and the fitted points
on the curve is a minimum,; thus the term "least squares.”

Experience ratio trends are used so that data for claims-made policies - all years-
in-program - and occurrence data can be combined.” ISO also provides -
experience ratio trend data separately for each of these coverages.

Occurrence policy and mature claims-made policy claim frequency and claim
severity data is presented for information only.

In selecting the annual trend, several factors were evaluated. The six year trend
was considered for responsiveness. Previous trend selections were considered.
for stability. Also, both paid and incurred trends were examined for stability
prior to the selection.

.Summafies of selected trends are shown in Section D - Trend Summary, while
multistate trend data is displayed in Section D - Trend Data.
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CREDIBILITY STANDARDS

The following rule is used in calculating the partial credlblhty used in- detemunatlon of the indicated statewide
'Ioss cost level change for Physicians, Surgeons and Dentists:

' S ‘/ Total number of occurrences during five year experience period
=. v —

The credibility standard is based on 90% confidence of bemg within 7.5% of thc: actua] value The number of
occurrences is defined as occurrences w1th indemnity losses greater than $0. '
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EXPLANATION OF CLASSIFICATION DIFFERENTIALS

 Classification differentials were not applied o the proposed base class loss cost when calculatlng the proposed
* loss costs in this review. Instead, the statewide loss cost level change was applied uniformly to the present
$500, 000/$l 500,000 limit loss costs. :

©ISO Properties, Inc., 2007 -Arkansas ~ PR-2007-BPROF . B-12




REVISED BASIC LIMIT

This review is based on a revised basm Ilrmt of $500,000 per occurrence and $1,500, OOO aggregate. In

'order to convert the existing loss costs to the revised limit, the following increased limits factors have

been applied to the current $100,000/$300,000 limit loss costs:

‘Allied Healthcare o 1:650
Dentists , ' 1.284
- Hospitals 1.765
Nursing Homes 1.773
Ph)}sicians 1.811 (1.899 for classes reviewed on a multlstate basis)
-Surgeons 1.850 (1.970 for classes reviewed on a mulustate ba31s)

These increased limits factors exclude the impact of risk load that is 1nc01porated in the current manual
increased limits factors.

Hospitals Increased Limits Factors -

The Hospitals factor has been applied to all classes identified as'Hospitals.in. Section A* except:

e Allied Healthcare: "80715, 80992
¢ . Nursing Homes: 80522 80523, 80524 80525, 80923, 80924, 80951 80952, 92212 92216

* If a class listed above does not apply in a given jurisdiction, it will not be included in Section A.

Physicians, Surgeons and Dentists Increased Limits Factors

The Physicians factor has been applied to all classes 1dent1ﬁed as Physicians, Surgeons and Dentlsts m
Section A** except

o Allied Healthcare: 59112, 80210, 80410, 80411, 80412, 80711, 80712, 80713, 80714, 80716,
' 80717, 80718, 80719, 80720, 80721, 80722, 80723, 80911, 80912, 80913,
80935, 80936, 80937, 80938, 80943, 80944, 80945, 80950, 80955, 80956,
80960, 80962, 80963, 80964, 80965, 80966, 80967, 80968, 80969, 80970,
80971, 80972, 80973, 80974, 80975, 80976, 80977, 80993, 80994, 80995

e Dentists: 80210, 80211, 80212, 80213, 80216, 80218, 80219, 80223, 80225
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' REVISED BASIC LIMIT (cont))

Physicians, Surgeons and Dentists Increased Limits Factors (cont.). :

e Surgeons: 80101, 80103, 80104, 80105, 80106, 80107, 80108, 80114, 80115, 80117,

' 80141,-80143, 80144, 80145, 80146, 80150,'80151, 80152, 80153, 80154,

80155, 80156, 80157, 80158, 80159, 80160, 80164, 80166, 80167, 80168,

- 80169, 80170, 80171, 80180, 80181, 80182, 80183, 80323, 80324, 80325,

80326, 80327, 80452, 84143, 84144, 84145, 84150, 84151, 84152, 84153,

184154, 84155, 84156, 84157, 84164, 84167, 84172, 84173, 84174, 84175,
84176, 84180, 84181, 84183, 84452 o '

¢ Classes reviewed on a multistate basis:

Physicians: 80131, 80132, 80136, 80137
Surgeons: 80172, 80173, 80174, 80175, 80176

** If a class listed above does not apply in a given jurisdiction, it will not be included in Section A.
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ARKANSAS
PROFESSIONAL LIABILITY INSURANCE
PHYSICIANS, SURGEONS AND DENTISTS
SUBLINE CODES 230, 235, 240 AND 245

DEVELOPMENT OF STATEWIDE LOSS COST LEVEL -INDICATION

(1) ' (2) ' 3 () (5) (6)
o : $500,000/1,500,000 $500,000/1,500,000 ) .
POLICY. AGGREGATE LOSS’ . BASIC LIMIT . EXPERIENCE NUMBER ‘OF
YEAR COSTS AT INCURRED YEAR RATIO - INCURRED
ENDING CURRENT LEVEL (A) . LOSSES-(B) WEIGHTS (3) / (2) OCCURRENCES
06/30/2002V $22,216,992 $13,941,271 - 0.20 6.628 : 63
06/30/2003 $15,821, 828 $11,650,259 0.20 0.736 47
06/30/2004 ' $2,107,671 $1,726,025 - 0.20 0.819 ' 20
06/30/2005 $2,208,687 - $2,781,064 0.20 1.259 - 20
06/30/2006 $2,132,263 $2,219,683 0.20 1.041 17
(7) WEIGHTED EXPERIENCE RATIO (THE SUM OVER ALL YEARS OF (4) X (5))........ . 0.897
(8) EXPECTED EXPERIENCE RATIO (C)."..¢evvvuvununen.. R P L. 1.000

(9) CREDIBILITY (BASED ON (6)).................. e e e R I .... 0.488

{(10) INDICATED STATEWIDE LOSS COST LEVEL CHANGE :
' ((9) * (7)) + ({1 = (9)) * (B)) e it e e ~ -5.0%

(11) SELECTED STATEWIDE LOSS COST LEVEL CHANGE...... e e -6.3%

(A) AGGREGATE LOSS COSTS AT CURRENT LEVEL ARE CALCULATED BY SUMMING OVER ALL
CLASSES THE PRODUCT -OF REPORTED EXPOSURES AND LOSS COSTS AT CURRENT ISO
LOSS COST LEVEL

(B) INCLUDES ALL LOSS ADJUSTMENT EXPENSES AND DEVELOPMENT TO ULTIMATE SETTLEMENT
BASIS. IN ADDITION, POLICY YE%R LOSSES HAVE BEEN TRENDED FROM THE AVERAGE
DATE OF COVERAGE TO ONE YEAR BEYOND AN ASSUMED EFFECTIVE DATE OF 03/01/2008
FOR MORE INFORMATION SEE SECTION D OF THIS FILING.

(C) THE EXPECTED EXPERIENCE RATIO IS A PRODUCT OF TWO FACTORS: THE ADEQUACY
FACTOR (1.000) AND THE NET TREND (1.000). THE ADEQUACY FACTOR IS EQUAL
TO THE SELECTED CHANGE FROM THE LAST REVIEW (+13.0%) DIVIDED BY THE
IMPLEMENTED CHANGE (+13.0%). THE NET TREND IS THE ANNUAL NET TREND FACTOR
(1.000) TO AN EXPONENT (0.918), THE PERIOD FROM ONE YEAR BEYOND THE LAST
REVIEW OR EFFECTIVE DATE (04/01/2007) TO ONE YEAR BEYOND THE ASSUMED
EFFECTIVE DATE (03/01/2008).

© ISO Properties, Inc., 2007 Arkansas PR-2007-BPROF .C-2
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